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(Constitutional Amendment) Creates Tobacco Settlement Trust Fund and Louisiana Fund

Creates the Tobacco Settlement Trust Fund to receive 25% of the revenue from the tobacco settlement and to retain all interest,
dividends, and capital gains earned by the Trust Fund. No appropriations shall be made from the Trust Fund. Also creates the
Louisiana Fund to receive 75% of the revenue from the tobacco settlement and to retain all interest, dividends, and capital gains
earned by the LA  Fund. When the Trust Fund balance reaches $1 billion all future earnings and all settlement revenue is to be
credited to the LA Fund. The funds are to be invested by the treasurer in accordance with law, and up to 35% of the Trust Fund
may be invested in stocks. The money in the LA Fund may be appropriated for any purpose including fund expenses. To be
submitted at the 1999 gubernatorial primary election.
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Administrative cost estimates apply to the Trust Fund and are provided by the Treasury based on actual current expenditures
associated with administering and managing the La. Education Quality Trust Fund. Custodial banking ($50,000 per year), financial
consulting ($75,000 per year), and investment management services (50 basis points per year based on market value of
securities managed) would be deducted from the La. Fund, reflected in statutory dedication expenditures above. Total
administrative costs are estimated at $215,000 in FY01, $292,000 in FY02, $390,000 in FY03, and $495,000 in FY04. These
cost estimates are based on the guidelines and fees actually associated with the La. Education Quality Trust Fund, including an
assumption that 35% of the fund will be invested in stocks. Costs begin in FY01 because the receipt of these monies by the state
is not expected until June 30, 2000 or shortly thereafter.

Programmatic expenditures (amounts shown above less administrative costs) are 75% of annual settlement revenue, as depicted
in a schedule provided by the Treasury based on the Master Settlement Agreement, plus earnings of the La. Fund. All authorized
amounts are assumed to be fully appropriated and expended by the end of each year.

Based on the Master Settlement Agreement, the Treasury assumed that the initial fund balance would be available to the state at
June 30, 2000 or shortly thereafter. The attorney general has stated that receipt at that time would make the revenue available to
support expenditures in FY00, for accounting purposes. The initial balance would be $205.8 million ($198.7 million principal plus
$7.1 million accrued earnings). The Treasury estimates that the rate of return on investment of monies in the La. Fund would be
6% - 6.5% per year. All authorized amounts are assumed to be fully appropriated and expended by the end of each year.
Obviously, actual earnings available for expenditure in any given fiscal year will depend on when the initial fund balance is
available to the state (earlier or later than June 30, 2000 is possible), as well as actual investment performance.

Note: on April 1, 1999, the Consensus Revenue Estimating Conference recognized $110 million of tobacco settlement revenue
as available for accounting as FY00 revenue. The Conference will likely consider recognizing additional tobacco settlement
revenue at its next meeting.
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